BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

In the Matter of the Application of)

THE STATE OF HAWAII
DEPARTMENT OF BUSINESS,

ECONOMIC DEVELOPMENT,
AND TOURISM

DOCKET NO. 2014-0135

For an Order Approving the Green
Infrastructure Loan Program,

DECISION AND ORDER No. 92318 °

et

§ -

!

1
i

09

5

'
IR RIEE

1

g

| owq
=
et
=
[ 2]
D -
=
- L !
= o
o
= 0
Loa
w
w
-




II.

Table of Contents

Background ... ..ot eestansssnsoesorssossaanncancsnrnssassnnse 2
a. Act 211.......... Gt e et eraseenessr s esanaas s an e 3
b. DBEDT’e Application........... ceeesesse st ceeres 7
¢. Procedural History........co00eueen cteeesssansesrsasse 13
d. Positions Of The Parties And Intervenors........ seeeaas 18
i. DBEDT .....04. st resses s esanan s e ss et 18
ii. The Consumer Advocate ..........ooiiiinnocannnnnos 1s
iii.The HECO COmpanies....‘ ....... e r st .20
iv, HBEBA ......ciiiirveerennnnnna s e s s s s s s e sase et annan 21
v. HREA ....ccoeeeo- B R R R 24
Vi, LOL ..vvvecennssssnnnnns Ch e s s s s ettt 25
vii.Blue Planet......; ................................. 27
e. GEMS Financing Structure under Docket No. 2014-0134....28
Digcusaion...... Ceeaas e e eaeeanan terereena e cerean .31
a. The Commission’s Statutory Authority .......... ser e 31
b. Hawaii Green Infrastructure Authority........... ceen e 33
c¢. The Commission’s Role in Reviewing and Overseeing the

GEMS Prograllie...c.cvseessscsosscssess s e e s as o s an . 34
i. In General ......... Geseesesessassrannrnennn vesreaa 34
ii. Prudent Management of Funds and Minimization of
Administrative CoBEtS .......cctiisnveanunnss e 38
111 .GEMS Program TranS8pParencCy .. ... s rsssessasnssntonens 39
iv. Equitable Program Access For All Islands .......... 40
v. Benefits to Participants and Non-Participants ..... 41
Consgideration of Specific Program Aspects....... ceeneee 42
i. Eligible Clean Energy Technologies ................ 42
A. GEMS Alignment with Advances in Distributed Energy
REBOUXCEB ... ..ot ieetnetionicerrassonsssscaasansss 49
ii. Program Beneficiaries .........ic0eiiuececnnnnnsranes 51

A. Allocation of Funds to Underserved Customers ... 52

B. GEMS Program Focus on Customer-Sited Technology 57




C. GEMS Program Participants Cannot Avoid Repayment

by Disconnecting From the Grid ....... casaaseses 60

iii. FPinancing Products ......... Chhssae s cersnes 62

iv. Consumer Protection ........ G h et e et 65

'v. Use of On-bill and Direct Billing Repayment Methodsé6é

vi. Use of GEMS Program Repayments ........cecceinvessss 71

e. Oversight and Reporting Requirements...... cseesssessenn 76

i. Programmatic Flexibility .......cciiiiiininnnnnnns 77

ii, Program Notification/Modification Process ......... 79

iii. Data Tracking and MetricC8 .....cenerrrerrnnsccansens 86

iv. Quarterly Reporting and Annual Plan Submissions ... 91

v. Annual Auditing of the Authority ........c0civeenn 98

III. Orders ........ e e e ee s s s e s s s a a0 a e ana e 99
APPENDIX I

ii




BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

In the Matter of the Application of)
)
THE STATE OF HAWAII ) Docket No. 2014-0135
DEPARTMENT OF BUSINESS, )
ECONOMIC DEVELOPMENT, ) Decision and Order No.9 2318
AND TOURISM )
)
)
)
)

For an Order Approving the Green
Infrastructure Loan Program.

DECISION AND ORDER

By this Decision and Order (*Program Order”),
the commission approves the application of the DEPARTMENT OF
BUSINESS, ECONOMIC DEVELQOPMENT, AND TOURISM (“DBEDT” or
“Applicant”) for the |use of funds deposited in the
Green Infrastructure Special Fund to establish and institute a
Green Infrastructure Loan Program (“GEMS Program” or “Program”)
as described in DBEDT's application {(*Application” or
"DBEDT Application”), and subject to the modifications and ongoing
oversight by the commission discussed herein.! The commission also
provides additional GEMS Program requirements and guidance to

DBEDT in this Program Order for use in designing and implementing

1 APPLICATION OF DEPARTMENT OF BUSINESS, ECCONOMIC
DEVELOPMENT, AND TOURISM; VERIFICATION; EXHIRITS; AND CERTIFICATE
OF SERVICE,” filed in this docket by DBEDT on June 6, 2014.




the GEMS Program. This Program Order is issued in conjunction
with Decision and Order No. 322812 in Docket No. 2014-0134
that approves the application of DBEDT to issue
Green Infrastructure Bonds ("Bonds”) pursuant to Hawaii Revised

Statutes (“HRS”) § 269-163.

I. Background

One of the priorities of the State’s clean energy
objectives is to provide Hawaii’s electric utility customers
increased access to affordable credit to finance renewable energy
system installations.? Hawaii has experienced unprecedented growth
in the amount of customer-sited renewable energy generation over
the last decade,® but the lack of available financing for some
customers creates a divide between those who can directly benefit
from clean energy technologies and those who cannot.® In order to

expand access to upfront capital or available c¢redit for

2In the Matter of the Application of the State of Hawaii
Department of Business, Economic Development, and Tourism for a
Financing Order to Issue Bonds and to Authorize the Green
Infrastructure Fee, Docket No. 2014-0134, Decisgion and Order
No. 32281, filed September 4, 2014 (“Financing Order”).

3See Act 211, Session Laws of Hawaii 2013 (“Act 211").

. %See “Report to the 2014 Legislature on the Public Utilities
Commigsion Review of Hawaii’s Renewable Portfolioc Standards,”
December 2013, Appendix B and Appendix C.

See "Report from the Committee on Conference for
S.B. No. 1087, §.D. 2, H.D. 3, C.D. 1," April 26, 2013.
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clean energy financing for those who have not yet acquired
such financing on reasonable terms, the Legislature of the
State of Hawaii (“Legislature”) passed S.B. No. 1087,
and Governor Neil Abercrombie sgigned that measure intc law
on June 27, 2013, as Act 211. Since Act 211 was signed, DBEDT has
worked to design and develop a GEMS Program that will most
effectively utilize and deploy Green Infrastructure Special Fund
amounts within a highly dynamic energy market in support of the

State’'s clean energy goals.

a. Act 211
The stated purpose of Act 211 is:

[Tlo establish a regulatory financing structure
that authorizes the public utilities commission and
the department of business, economic development,
and tourism to acquire and provide alternative
low-cost financing, to be deployed through a
financing program to make green infrastructure
installations accessible and affordable for
Hawaii's consumers, achieve measurable cost
savings, and achieve Hawaii's clean energy goals.$

To provide electric utility customers in the State with
access to low-cost, upfront capital to use in financing clean
energy installations pursuant to Act 211, the Act established the
financing and regulatory frameworks for the issuance

and subsequent repayment of Bonds, and for the utilization of

SAct 211, § 1.
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Bond proceeds to fund &a GEMS Program in Hawaii that
will be administered by the Hawaii Green Infrastructure Authority
(*Authority~”) .?

The Legislature, in passing S.B. No. 1087, expressed its
desire for the creation of a GEMS Program aimed at “support [ing]
Hawaii’s evolving energy market and ecosystem and provid{ing]
affordable and accessible energy options for Hawaii’s consumers.”8
The challenge of obtaining sufficient upfront capital to finance
clean energy installations for many in Hawaii was also recognized
by the Legislature in passing S.B. No. 1087.°

S.B. Ne. 1087 received breocad support throughout the
2013 legislative session from government agencies directly

and indirectly affected by the creation of a GEMS Program,??

’Prior to the Authority’s establishment, DBEDT is authorized
to exercise the Authority’'s powers and is required to effectuate
the Authority’s responsibilities. See HRS § 196-63. Accordingly,
references to the “Authority” in this Program Order include DBEDT
acting prospectively in its capacity on behalf of the Authority
until that entity is established.

gvReport from the Committee on Conference for S.B. No. 1087,
3.D. 2, H.D. 3, C.D. 1,” April 26, 2013.

’See “Report from the Committee on Conference for
§.B. No. 1087, S.D. 2, H.D. 3, C.D. 1,” April 26, 2013.

10The commission notes that, with the exception of the
State Procurement Office, the wvarious government agencies
testifying on S.B. No. 1087 provided supporting comments.
Thoge offices and agencies providing supporting testimony on
S.B. No. 1087 included the 0Qffice of the Governor, DBEDT,
the DIVISION OF CONSUMER ADVOCACY OF THE DEPARTMENT OF COMMERCE
AND CONSUMER AFFAIRS (“Consumer Advocate”), the Department of
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the HECO Companies,!! businesses inside and outside the clean
energy industry, various community groups, and individual
community members.!? Prior to signing S.B. No. 1087 into law as
Act 211, Governor Abercrombie stated his support of the BEond
financing structure and the GEMS Program for funds deployment,
declaring that this initiative “will help to achieve measurable

cost savings to consumers and utility  customers” and

Budget and Finance, and the commission. See (1) testimony of
Governor Neil Abercrombie, State of Hawaii, to the House Committee
on Finance, S.B. No. 1087, S.D. 2, H.D. 2, Relating to Green
Infrastructure, April 1, 2013; (2) testimony of Kalbert K. Young,
Department of Budget and Finance, State of Hawaii, to the
House Committee on Finance, S.B. No. 1087, S8.D. 2, H.D. 2,
Relating to Green Infrastructure, April 1, 2013; (3) testimony of
Richard €. Lim, Department of Business, Economic Development,
and Tourism, State of Hawaii, to the House Committee on Finance,
S.B. No. 1087, S.D. 2, H.D. 2, Relating to Green Infrastructure,
April 1, 2013; (4) testimony of Hermina Morita, Public Utilities
Commission, State of Hawaii, to the House Committee on Finance,
S.B. No. 1087, S.D. 2, H.D. 2, Relating to Green Infrastructure,
April 1, 2013; (5) testimony of Jeffrey T. Ono, Division of
Consumer Advocacy, Department of Commerce and Consumer Affairs,
State of Hawalil, to the House Committee on Finance, S$.B. No. 1087,
S.D. 2, H.D. 2, Relating to Green Infrastructure, April 1, 2013;
and (&) testimony of Aaron S. Fujicka, State Procurement Office,
State of Hawaii, to the House Committee on Finance, S.B. No. 1087,
S.D. 2, H.D. 2, Relating to Green Infrastructure, April 1, 2013.

11The HECQ Companies are HAWAIIAN ELECTRIC COMPANY, INC.,
HAWATII ELECTRIC LIGHT CCMPANY, INC., and MAUI ELECTRIC COMPANY,
LTD., each of which are parties to this proceeding.

12gee “Standing Committee Report No. 1587 from the House

Committee on Finance for 8.B. No. 1087, S8.D. 2, H.D. 3,-
April 5, 2013.
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will move Hawaii toward achieving its c¢lean energy goals.??
Moreover, prior to the filing of DBEDT's June 6, 2014 Application,
the GEMS Program was appropriated $150,000,000 in the State’s
2013-2015 executive budget for use in fiscal year 2014-2015
“to make green infrastructure installations accessible and
affordable to more of Hawaii’s underserved ratepayers, achieve
measureable cost savings, and further Hawaii's clean
energy goals."”4 Accordingly, the commission recognizes the
wide-ranging support for Act 211 and the establishment of a
GEMS Program as an initiative with the potential to provide clean
energy solutions across the entire State.

The resulting programmatic structure established via
Act 211 is a system whereby DBEDT and the Authority, in their
respective capacities, carry out the Act’s financing and
operational requirements, and the commission acts in a regulatory
capacity to ensure that the ratepayer funds used to help fund the
GEMS Program are utilized appropriately. It is important to note
that the commission’s role in the implementation of Act 211 is

limited to review and approval of a proposed Program, as well as

138ee testimony of Governor Neil Abercrombie, State of Hawaii,
to the House Committee on Finance, S.B. No. 1087, S.D. 2, H.D. 2,
Relating to Green Infrastructure, April 1, 2013.

l4vReport from the Committee on Conference for H.B. No. 1700,
H.D. 1, S.D. 1, C.D. 1,” April 25, 2014.
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ongoing oversight of the Program to ensure the appropriate use of
funds. The determination of specific program details and the
control of day-to-day operations, such as the deployment of
GEMS Program funds to customers, 1is appropriately within the
Authority’s purview. Both the commission and the State are relying
on the expertise and judgment of DBEDT, the Authority, and their
advisors to 1issue Bonds and to implement the GEMS Program
in a manner that best serves the goals of Act 211. As such,
the commission observes that DBEDT and the Authority are government
agencies that have been delegated the responsibility to operate
the GEMS Program in the public interest pursuant to the laws of

the State of Hawaii.

b. DBEDT’s Application

On June 6, 2014, DBEDT submitted its Application for a
Program Order pursuant to HRS § 269-170(a), seeking commission
approval to utilize amounts in the Green Infrastructure Special
Fund?!® to establish and implement the GEMS Program according to the

parameters described in DBEDT’'s Application. Following the

15The Financing Order authorizes, among other things, (1) the
issuance of Bonds in a principal amount not to exceed $150,000,000,
and (2) the transfer of proceeds from the Bond issuance to the
Green Infrastructure Special Fund, net of any issuance and related
financing costs. Financing Order at 92-93 and 107.

2014-0135 7




issuance of Protective Order No. 32142 (“Protective Order”),1¢
a number of exhibits relating to the GEMS Program that were deemed
confidential by DBEDT were filed on June 17, 2014, thus, completing
DBEDT’'s Application.?”

The Application lays out the various aspects of the
GEMS Program as envisioned by DBEDT on the date of filing, as well
as the process for ongoing program development and adjustment
in response to changing market conditions. At its core,
the GEMS Program proposed in DBEDT’s Application is a consumer
financing operation focused on providing low interest financing
for the installation of individual solar photoveoltaic (“Solar PV”)
systems and related supporting infrastructure eguipment .
The target groups for GEMS Program services are those typically
not able to directly benefit from clean energy installations,
including renters, low-income individuals, non-profit
organizations, and persons not otherwise able to access the high
levels of upfront capital and/or financing necessary to acquire

clean energy systems.18 DBEDT proposes tco make an initial

16G5ee “Stipulation for Protective Order, Exhibit A,
and Certificate of Service,” Docket No. 2014-0135, filed and
approved June 17, 2014.

17Letter from G. 'Kinkley to the commigsion, Confidential
Attachments (Exhibits 12, 13, 14, and 15}, Docket No. 2014-0135,
filed June 17, 2014.

18In its Application, DBEDT includes a Hawaii market analysis
for the GEMS Program conducted by Renewable Funding, DBEDT's

2014-0135 8




GEMS Program deployment of the net proceeds from the Bond issuance
of $150,000,000 approved by the Financing Order, again focusing on
Solar PV and associated infrastructure.?l® Possible uses for
repayments made on GEMS Program loans are discussed in
the Application.?®

DBEDT propcoses to make low-interest loans available to
Hawaili participants over a deployment period of roughly two years,
with fund deployment beginning November of 2014 and running through
November of 2016.2! The GEMS Program will be administered by
DBEDT until the Authority is created.?? GEMS funding will reach
end-users via a deployment structure that will utilize multiple
GEMS Program Deployment Partners { “Deployment Partners”)

consisting of financial and energy industry institutions working

consultant in the development of the proposed GEMS Program,
in which two critical underserved markets are identified:

1. Single-family residents (homeowners and renters) with lower
credit scores and lower income levels; and

2. Non-profit organizations, especially smaller and
less-established non-profit organizations.

See DBEDT Application, Exhibit 6.
See DBEDT Application at 4.
205ee DBEDT Application at 34-35.
21DBEDT Application, Exhibit 1 and Exhibit 2.

22Gee DBEDT Application at 2.
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with DBEDT to facilitate GEMS Program financing with consumers.??
Utilizing both unleveraged financing products (locans consisting of
100% GEMS funds) and leveraged financing products (where loans
consist of private capital combined with GEMS funds), the Proposed
GEMS Program is designed to allow for flexible use of funds across
a number of financial product options that can take advantage of
opportunities to leverage GEMS funds with other sources of capital,
such as tax equity investment structures.?¢

DBEDT notes that the Proposed GEMS Program “has the
ability to finance the installation of over 44 MW [megawatts] of
solar photovoltaic [] equipment to assist these underserved
homeowners, renters and non-profit customers.”?3 To accomplish a
deployment of funds to achieve a goal of this magnitude,
DBEDT proposed that clean energy technology eligible for
GEMS funding should include Solar PV systems, energy storage,
advanced inverters, smart modules, and monitoring devices, as well

as broader categories of technologies and infrastructure to assist

233ee DBEDT Application at 4.
245ee DBEDT Application at 23-26.

2SDBEDT Application at 3.
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with the installation of Solar PV systems,26 Repayment for
GEMS Program loans would be facilitated through a standard direct
billing approach (i.e., payment directly to Deployment Partner),
as well as Hawaii’s on-bill repayment mechanism (payment via
participant wutility bill), currently under development by the
commission in Docket No. 2014-0129.27

Throughout its Application, DBEDT requests discretion to
establish a number of final GEMS Program details following the
initial establishment of the Program. In support of this request,
DBEDT observes that “programmatic flexibility” is a common and
reasonable feature of successful, state-approved clean energy
financing programs across the country.?28

If provided such flexibility, DBEDT commits to keeping
the commission continuocusly informed of the various GEMS Program
developments occurring after the issuance of an initial

Program Order, with wupdates to the Program referred to as

265ee DBEDT Application, Exhibit 2, in which DBEDT proposes other
categories of technology including:

* Other Technologies that Support Solar Photovoltaic System
Interconnection; and

e Physical Infrastructure to Support Solar Photovoltaic
Installations.

273ee DBEDT Application at 28-32.

28gee DBEDT Application at 8-10.
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“Program Notifications.”?® DBEDT would also notify the commission
of any proposed deviations from the GEMS Program parameters set in
a GEMS Program Order via submissions referred to as
“Program Modifications,” which would be subject to approval,
modification, or rejection by the commission.3? Finally, in
addition to statutorily-mandated annual filings, DBEDT proposes to
implement a quarterly reporting process, designed to provide the
commission a “snapshot” of program activities and financial
summary information.3?

DBEDT has indicated throughout this proceeding its
support for, or accéptance of; a number of additions or other
adjustments to the originally proposed GEMS Program details as
those modifications have been offered by various Pafties32 and

Intervenors3? in this docket. The commission discusses these

29gee DBEDT Application at 15-16.

30gee DBEDT Application at 16. In addition, as explained below,
the commission has the ability to determine that a Program
Notification is in fact a Program Modification.

3lgee DBEDT Application at 17.

32DBEDT, the HECO Companies, and the Consumer Advocate are each
Parties to this proceeding (collectively, the “Parties”).

33ps further discussed in “Section I.c¢., Procedural History,”
BLUE PLANET FOUNDATION (“Blue Planet”), THE HAWAII RENEWABLE
ENERGY ALLIANCE (“HREA”), THE HAWAII SOLAR ENERGY ASSOCIATION
(“HSEA”), and LIFE OF THE LAND (“LOL"”) have been admitted as
Intervenors in this proceeding (collectively, the “Intervenors”).

2014-0135 12




suggested additions, as well as other adjustments, in the
succeeding gections of this Order.

Finally, the commission notes that a number of DBEDT's
proposed GEMS Program details have been submitted in redacted form
pursuant to the terms of the Protective Order stipulated to by the

Parties and issued by the commission.34

c. Procedural History

Following the filing' of DBEDT' s Application,
Blue Planet, HREA, HSEA, and LOL each submitted timely motions to
intervene in this docket, pursuant to Hawaii Administrative Rules
(*"HAR”) § 6-61-55.35 Each organization moving to intervene set out
its initial ©position and potential contributions to the
development of the record for decision making in this proceeding,

and each stated its familiarity with the commission’s regulatory

34In particular, DBEDT submitted GEMS Program details
under confidential seal with respect to GEMS financing products
(DBEDT Application, Exhibit 12), GEMS Program Guidelines
(DBEDT Application, Exhibit 13), GEMS break even cash flow analyses
(DBEDT Application, Exhibit 14}, and anticipated GEMS Program
impacts and benefits (DBEDT Application, Exhibit 15).

355ee (1) HSEA’s Motion to Intervene, filed June 17, 2014;
(2) HREA's Motion to Intervene, filed June 23, 2014; (3) LOL’s
Mction to Intervene, filed June 25, 2014; and {(4) Blue Planet's
Motion to Intervene, filed June 26, 2014.

2014-0135 13




processes from experiences in multiple energy-related dockets.36
Neither the Consumer Advocate nor DBEDT raised objections to,
nor made any other statements opposing, the various motions to
intervene.?’ On July 14, 2014, the commission granted the motions
to intervene of HSEA, HREA, LOL, and Blue Planet, and also provided
a procedural schedule (“Procedural Schedule”} and a statement of
the issues to govern this proceeding (“Statement of Issues”) .3®
The issues governing this proceeding are as follows:

(1) WwWhether the Application meets all applicable
statutory requirements; and

{2) Whether the Applicant’'s regquests are just,
reasonable, and consistent with the public
interest .3

68ee (1) HSEA’'s Motion to Intervene at 3; (2) HREA’s Motion
to Intervene at 2-3; (3) LOL's Motion to Intervene at 10-11;
and (4) Blue Planet’s Motion to Intervene at 3.

378ee (1) Consumer Advocate’s Response to HSEA’'s Motion to
Intervene, filed June 23, 2014; (2) Consumer Advocate'’s Response
to HREA's Motion to Intervene, filed June 24, 2014; (3) Consumer
Advocate’'s Resgponse to LOL's Motion to Intervene, filed June 26,
2014; and (4) Consumer Advocate'’s Response to Blue Planet’s Motion
to Intervene, filed June 27, 2014. See also (1) DBEDT’s Response
to HREA's Motion to Intervene, filed June 25, 2014; (2) DRBREDT’'s
Response to HSEA’'s Motion to Intervene, filed June 25, 2014;
and (3) DBEDT’'s Responses to LOL’s and Blue Planet’s Motions to
Intervene, filed June 30, 2014. '

38See “Order No. 32207, Granting Intervention and Establishing
a Procedural Schedule,” Docket No. 2014-0135, filed July 14, 2014
(“Order No. 322077).

3%0rder No. 32207 at 10-11.
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Thus, these issues guide the commission’s decision making and
discussion herein.

The Procedural Schedule in Order No. 32207 set out the
timeline for an expeditious proceeding so that the Program Order
could be issued either simultaneously with, or in close proximity
to, the issuance of the Financing Order. Parties and Intervenors
were given from July 14, 2014, through August 14, 2014
("Rolling IR Period”), to issue information requests (“IR”) to any
other Party or Intervenor, without limitation.%® The Parties and
Intervenors exchanged numercus IRs and asgsociated responses,
and the commission also issued several of its own IRs both before

and during the Rolling IR period.4! To further aid in developing

405ge (QOrder No. 32207 at 9-10. At the same time,
Order No. 32207 required Parties or Intervenors receiving IRs to
provide responses to those IRs within five days of issuance. Id.
at 10.

41gee (1), Letter from the commission to D. Emerson,
Docket No. 2014-0135, filed July 1, 2014; (2) Life of the Land’s
Initial Information Requests, Docket No. 2014-0135, filed July 18,
2014; (3) Division of Consumer Advocacy's First Submission of
Information Requests, Docket No. 2014-0135, filed July 24, 2014;
(4) Information Requests of the Hawaii Renewable Energy Alliance
to the Department of Business, Economic Development, and Tourism,
Docket No. 2014-0135, filed July 29, 2014; (5) Blue Planet
Foundation’'s Amended Information Requests to the Division of
Consumer Advocacy, Docket No. 2014-0135, filed August 4, 2014;
(6) Second Information Requests of the Hawaii Renewable Energy
Alliance to the Department of Business, Economic Development,
and Tourism, Docket No. 2014-0135, filed August 7, 2014; {(7) Letter
from the commission to D. Emerson, Docket No. 2014-0135, filed
August 11, 2014; and (8) Third Information Requests of the
Hawaii Renewable Energy Alliance to the Department of Business,

2014-0135 15




the Parties’ and Intervenors’ respective understanding of the
Application, the commission held an informal technical conference
on July 18, 2014, in which each participant was given the
opportunity to discuss with each other the various aspects of
DBEDT's Proposed GEMS Program in an open forum (*Informal Technical
Conference”) .42

Parties and Intervenors wishing to file statements
of position (“SOPs”) and/or reply statements of position
{*Reply SOPs”) were required to do so by August 7, 2014,
and August 14, 2014, respectively.% SOPs, as well as Reply SOPs,
were timely filed by each of the Parties and Intervenors pursuant

to the Procedural Schedule.4* These filings set forth each of the

Economic Development, and Tourism, Docket No. 2014-0135,
filed August 11, 2014.

2gjven the informal nature of the Technical Conference,
the statements made therein were not entered into the formal docket
record for Docket No. 2014-0135. The commission did, however,
allow Parties and Intervenors to request that any information
discussed during the Informal Technical Conference be submitted in
writing and appropriately filed in this docket.

43gee Order No. 32207 at 9.

44§§§ (1) LOL 8oOp, filed August 7, 2014; (2) HSEA SOP,
filed August 7, 2014; (3} DBEDT 80P, filed August 7, 2014;
{(4) Blue Planet SOP, filed August 7, 2014; (5) HREA S0P, filed
‘August 7, 2014; {(6) HECO SOP, filed August 7, 2014; (7) Consumer
Advocate SOP, filed BAugust 7, 2014; (8) HSEA Reply SOP,
filed August 14, 2014; (9) LOL Reply S0P, filed August 14, 2014;
(10) Blue Planet Reply SOP, filed August 14, 2014; (11) DBEDT
Reply SOP, filed August 14, 2014; (12) HREA Reply SOP,

2014-0135 16




Parties’ and ' Intervenors’ respective pogitions (support,
opposition, or other) regarding the GEMS Program proposed by DBEDT
(as further refined during this proceeding), and provided a number
of recommendations for modifying the GEMS Program and 1its
associlated processes, as further discussed below.

The Procedural Schedule also included a placeholder for
an evidentiary hearing during the week of B3August 18, 2014,
“if necesgsary.”4s Based on the record here, the commission
determined that an evidentiary hearing was not necessary in

this docketf.®

filed August 14, 2014; (13) HECO Reply SOP, filed August 14, 2014;
and (14) Consumer Advocate Reply SOP, filed August 14, 2014.

45See Order No. 32207 at 9. No Party or Intervenor requested
an evidentiary hearing at any time during this proceeding, with the
exception of LOL, who suggested that the commission hold a
combined evidentiary hearing covering both this docket and
Docket No. 2014-0134 in order to address issues raised by various
participants in this proceeding. See LOL Reply S8SOP at 4.
As recognized in the Financing Order, LOL is neither a party nor
an intervenor in Docket No. 2014-0134. See Financing Order at 41.
Thus, the commission determined that an evidentiary hearing was
not necessary in Docket No. 2014-0134. See Letter from the
Commission to Docket No. 2014-0134 Service List, filed August 18,
2014.

#The Parties and Intervenors were notified of the
commission’s decision not to conduct an evidentiary hearing via
letter. See Letter from the Commission to Docket No. 2014-0134
Service List, filed August 18, 2014.
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d. Positions Of The Parties And Intervenors

Each of the Parties’ and Intervenors’ <respective
positions regarding the Application is summarized below.
Where relevant, responses to those positions by other Parties and

Intervencrs are also discussed.

i. DBEDT

DBEDT's SOP and Reply SOP reaffirm its support for its
Application, provide updates on GEMS Program adjuétments made
during the course of the proceeding, and respond to recommendations
and concerns raised in various SOPs. DBEDT reiterates the need
for the GEMS Program to operate with sufficient flexibility to
“enter into agreements, invest its rescurces and adapt,
as necessary, to changing market conditions,” which is consistent
with similar clean energy financing programs established in
other states.?” DBEDT alsc reiterates overarching Program goals
and guiding principles, focusing on creating a self-sustaining
Program for the deployment of funds to install Solar PV and

supporting technologies,?® with the majority - but not the

47gee DBEDT SOP at 3-5.

48In its SOP, DBEDT also lists for commission review and
approval three additional categories of eligible clean energy
technologies that could receive GEMS Program funding. See DBEDT

S0P at 5-s6. These additional categories include: utility grid

modernization, utility renewable integration, and commercial
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entirety - of such funds going to assist underserved customers,
and targeting the full deployment of funds to occur within
a two-year timeframe.4? DBEDT highlights different consumer
safeguards and procedures to ensure transparency of the Program,
and includes a discussion of a proposed open solicitation process
for vetting new technologies or projects and the listing of

specific metrics categories DBEDT has developed.S?

ii. The Consumer Advocate

The Consumer Advocate, in its SOP, supports the approval
of DBEDT’s Application, but recommends that such approval be
subject to additional reporting and oversight requirements,
as there ig an identified “need to clarify and monitor the
development of the GEMS Program.”5! While the Consumer Advocate
finds DBEDT's requested programmatic flexibility to be reasonable,
the Consumer Advocate recommends a number of specific reporting
and monitoring measures, including various metrics and reporting

requireménts designed to demonstrate that GEMS Program funds are

energy efficiency. Id. These additional categories are further
discussed below.

4%gee DBEDT SOP at 5-8.
S50See DBEDT SOP at 8-10.

s1CA SOP at 8.

2014-0135 139




primarily being deployed to underserved customers, > and that such
customers are receiving verifiable bill savings.3?

The Consumer Advocate states that it supports having the
GEMS Program focus on assisting undergerved customers with the
acquisition of affordable credit, and it recommends that the
GEMS Program be used to deploy funds in support of utility-scale
projects that would lower the rates of all customers.ss
The Consumer Advocate further states that GEMS Program loan
repayments should be dedicated to replenishing any reductions to
collectioﬁs of the Public Benefits Fee resulting from the
offsetting of Green Infrastructure Fee collections used to pay
principal, interest, and other approved costs related to the
issuance of Bonds pursuant to the Financing Order .55 The wvaricus
recommendations of the Consumer Advocate are discussed in greater

detail below, where appropriate.

iii. The HECO Companies
The HECO Companies state that the Proposed GEMS Program

appears to both satisfy the various statutory requirements under

52gee CA S0P at 9-10.
53Gee CA SOP at 10-11.
548ee CA SOP at 18,

S55ee CA S0P at 16.

2014-0135 20




HRS § 269-170% and is just, reasonable, and consistent with the
public interest.®? 1In their Reply SOP, the HECO Companies also
signify their general willingness to assist with the reascnable
gathering and reporting of data and other information related to

the GEMS Program. >3

iv. HSEA
HSEAR's SOP sets forth its strong support for the
GEMS Program, noting that DBEDT's Applicatioﬁ satisfies all
applicable statutory requirementss® and that the proposed
GEMS Program 1is just, reasonable: and consistent with the public
interest because it helps to "“democratize.... access to clean
energy for more Hawaii residents and non-profits” and supports the

achievement of the State’'s clean energy and environmental goals.S®?

56HECO SOP at 3. The HECO Companies note that their assessment
is based only on that information to which they were allowed access
under the Protective Order. 1Id.

STHECO SOP at 4.

58gee HECO Reply SOP at 4. The commission observes that none
of the other Parties or Intervenors offered significant discussion
on the HECO Companies’ SOP in their respective Reply SOPs.

5°Despite its support of the GEMS Program, HSEA notes that its
ability to review the proposed GEMS Program was limited to the
extent that HSEA was not able to access a number of exhibits to
DBEDT's Application that were deemed confidential materials.
See HSEA SOP at 3.

§0gee HSEA SOP at 3 and 8.
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According to HSEA, the GEMS Program should be designed so
as to ensure that a number of key guidelines are followed,
including (1} focusing on deployment and financing of Solar PV
installations and related infrastructure equipment, such as
advanced inverters, energy storage, and other “attendant costs
that customers might have to pay for «circuit upgrades;"”
(2) focusing on underserved customers; (3) utilizing an allocation
of GEMS Program fuﬁds that is balanced between unleveraged and
leveraged financial products, including a requirement that
allocations are split equally between these two product types;
(4) using alternative 1lending practices -and criteria to
maximize the reach of the Program to assist underserved customers;
and (5) allowing the use of on-bill repayment by the GEMS Program. 6!
Additionally, HSEA recommends that a rental market access
action plan be developed and that Program administrative costs be
tracked closely.®2

In its Reply SOP, HSEA again states that it opposes an
expansion of the GEMS Program that would enable the funding of
technologies other than distributed generation (“DG") and

associated equipment.é HSEA claims that such an expansion would

61See HSEA SOP at 3-7.
62Gee HSEA SOP at 8-9.

¢3See HSEA Reply SOP at 3-6.
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take GEMS Program operations outside the scope of what the
Legislature intended in passing Act 211, and that clean energy
installations other than the DG Solar PV-focused technologies of
DBEDT’s original proposal, such as the utility-scale projects
supported by the Consumer Advocate, would not provide comparable
direct benefits to customers.®4

The Consumer Advocate disagrees with HSEA’s position
concerning expansion of the GEMS Program, stating that *“[tlhe
Consumer Advocate believeg a successful GEMS Program could be used
both to finance utility scale projects that would benefit
all customers as well as provide greater opportunities fgr
underserved customers to achieve bill savings via
energy efficiency and/oxr renewable energy investments. 65
The Consumer Advocate also expresses its concern with HSEA's
recommendation that the GEMS Program fund “related interconnection
equipment for Solar PV,” because such an expansion would allow
many customers who are not traditionally underserved to utilize
GEMS Program funding.5®

DBEDT observes that a number of HSEA’S suggested

guidelines (e.g., funding of circuit upgrade costs and the focus

t4See HSEA Reply SOP at 3-6.
65See CA Reply SOP at 12.

5¢See CA Reply SOP at 12-14.
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of fund deployment for underserved customers) are already part of
the proposed GEMS Program.%’ DBEDT also argues that limiting its
flexibility to allocate funds between unleveraged and leveraged
financial products - as proposed by HSEA - would hinder full
deployment by reducing customer choice.5® These issues are

discussed further in this Program Order.

v. HREA
While HREA supports the use of GEMS Program funds to
enhance on-bill financing programs,®® it states that it cannot
support the proposed GEMS Program due to a number of issues
that it believes have not been adequately addressed.’® These issues
include:
(1) Whether energy efficiency and solar hot water
measures need to be added to the list of clean
energy technologies for the initial

GEMS Program funding;

67See DBEDT Reply SOP at 5-6.
68gee DBEDT Reply SOP at 6.
695gee HREA Reply SOP at 3.

70gee HREA Reply SOP at 9.
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(2) Whether the GEMS Program should be
“customer-driven” rather than “market-driven”
as proposed by DBEDT;

{3} Whether customer (consumer) needs and
interests are recognized and protected;

(4) Whether DBEDT should become a green bank; and

(5) Whether DBEDT’'s proposed GEMS Program will
actually reach “hard-to-reach” customers
(i.e., pensioners, renters, and those that
cannot qualify for conventional financing
options) .7}

The commission addresses a numbexr of HREA’s issues in

later sections of this Program Order.

vi. LOL
LOL conditions its support of the GEMS Program on the
adoption of a set of modifications, including the fellowing:
{1} GEMS Program funds should only be deployed to
support solar technology “on the customer’s
side of the meter;”
(2) Deployment of GEMS Program funds should be

limited to only underserved customers or those

1See HREA Reply SOP at 2 and 9.
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customers unable to get traditional funding,
such as the economically challenged, apartment
residents, and non-profits;

{3) Energy audits and the installation of
energy efficiency systems, such as LEDs, CFLs,
and solar water heaters, should be
required and performed/installed before a
GEMS Program-funded system is installed;

{4) Customers participating in the GEMS Program
should be able to disconnect from the grid;

{5) Metrics for the GEMS Program should be defined
as part of.this proceeding;

(6) A 10% management fee for GEMS Program
administrative costs should be set so as to
limit any fee increases on ratepayers
associated with the GEMS Program; and

(7) This proceeding should stay open and serve
as a repository for the filing of all
related documents.’?

While the Consumer Advocate disagrees with

LOL‘s condition that participating customers be allowed to

disconnect from the grid, .the Consumer Advocate agrees with

728ee LOL SOP at 4-6.
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LOL that metrics should be regularly reported and developed through
a collaborative process.?’?

DBEDT states that it does not suppoxt
allowing GEMS Program participants to disconnect from the grid.?*
DBEDT also disagrees with LOL's proposal to reguire
pre-installation energy efficiency audits and retrofits for
GEMS Program participants, because that proposal could result in
delays for system installations.’s These issues are discussed

further, where necessary, in this Program Order.

vii. Blue Planet
Blue Planet strongly supports the approval of the
GEMS Prog:‘ram.75 At the outset, Blue Planet observes that DBEDT's
Application meets all applicable statutory requirements and the
proposed Program is just, reasonable, and consistent with the
public interest.?’” Blue Planet further notes that the GEMS Program

can be an enabler of various technologies that support further

73gee CA Reply SOP at 10-11.
74See DBEDT Reply SOP at 11-12.
5See DBEDT Reply SOP at 11.

76See Blue Planet SOP at 7; see also Blue Planet Reply SOP
at 3,

778ee Blue Planet SOP at 2-3 and 7.
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integration of Solar PV systems and other <c¢lean energy
technologies,’” as well as a means to support programs like

community solar.??

e. GEMS Financing Structure under Docket No. 2014-0134

Act 211 created a two part structure for financing,
implementing, and regulating a state program dedicated ¢to
supporting the installation of clean energy infrastructure through
the acquisitidn of low-cost capital. The first part of this
structure was addressed in the Financing Order. The second part
of this structure is the GEMS Program presented in this proceeding,
which details DBEDT's proposal to deploy low-cost capital after
issuing the Bonds approved in the Financing Order. To place the
Program Order in context, the commission here provides a
brief review of the financing structure, as approved in the
Financing Order.

The funding used to capitalize the GEMS Program consists
of the net proceeds obtained from the $150,000,000 Bond issuance
carried out by DBEDT, plus any interest earned on those net
proceeds. The key benefit of acquiring funding through the

issuance of the Bonds is the resulting low-interest capital that

78Gee Blue Planet SOP at 5.

7?See Blue Planet SOP at 6-7.
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will be generated.?®’ Following the issuance of the Bonds, the net
proceeds will be deposited into the Green Infrastructure Special
Fund, and, by the approvals given in this Program Order, will be
used to fund the loans, expenses, and other investments,
as approved, of the GEMS Program.é8!

The commission further observes that a key element of
Act 211’'s stated purpeose is “to acquire and provide alternative
low-cost financing, to be deployed through a financing
program. .. ."82 It is well understood that inexpensive capital
at low, fixed interest rates can be highly beneficial to the
success of any maijor capital-intensive project. Indeed, the

Legislature highlighted Act 211‘s ability to facilitate the

80To gecure this low-interest capital, a fixed repayment
stream for the Bonds is created in the form of a non-bypassable
surcharge called the Green Infrastructure Fee (“GIF”) that is
authorized by Act 211 and is to be applied to all ratepayers within
a participating utility’s service territory until all Bonds are
repaid. See HRS § 269-166. In order to eliminate the net impact
from the GIF on ratepayers, Act 211 authorized an offset or rate
reduction to the Public Benefits Fee, established pursuant
to HRS § 269-121, by the total amount of the GIF to effectively
reduce the total amount that affected ratepayers pay each year.
See HRS § 269-166(b).

815ee HRS § 196-65. The use of Bond proceed amounts deposited
in the Green Infrastructure Special Fund are limited to making
Green Infrastructure Loans, as defined under HRS § 196-61,
paying various costs related to the GEMS Program, and other
investments “as permitted by law” and otherwise approved by
the commission.

82act 211, § 1.
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acquisition of low-cost capital as one of the legislation’s primary
benefits.® Further, with interest rates continuing toc remain at
historically low levels for the time being,8 it appears that
acquiring a large pocl of low-cost capital today to support clean
energy projects requiring financing over many years would serve
the interests of affected ratepayers and the State at large to an
even dreater extent than acquiring and deploying such low-cost
capital at some undetermined time in the future.8s

Thus, the Act 211 financing structure enables the
financing of the activities of the GEMS Program, and an approved
GEMS Program Order must be in place in order for the Program to

deploy Bond proceeds in the form of clean energy locans. Both the
|

83pct 211, § 1, states that, for green infrastructure
installations to support the State’s c¢lean energy goals,
more installations “will require significant amounts of capital,
and it 1s in the public interest to minimize these costs....
[and that a] key component to minimizing costs is reducing the
cost of capital required to finance infrastructure installations.”
In addition, Act 211, § 1, states that “the impact and reach of
proven clean energy financing programs, such as on-bill financing
or on-bill repayment, can be greatly enhanced through the use of
low-cost capital made available through the green infrastructure
financing program established by this Act.”

Bigee www. Lryeasury.gov/resource-center/data-chart-center/
interest-rates/Pages/TextView.aspx?data=longtermrate.

SDBEDT's overall Program stryucture and implementation
timeline is designed in such a way as to benefit from existing
state and federal clean energy tax credits prior to the expiration
of one or both of those incentives. See DBEDT Application
at 25-26.
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commission and affected ratepayers expect the BAuthority to
effectively utilize GEMS Program funding to its fullest potential

and as soon as possible. 85

II. Discussion
a. The Commission’s Statutory Authority
The provisions of Act 21187 give the commission approval
responsibility with respect to the Financing Order, and approval
and oversight responsibility with respect to the implementation of
the GEMS Program authorized herein through the Program Order.
Specifically, with respect to the issuance of this Program Order,

HRS § 269-171 provides:

(a) The public utilities commission may issue a
program order authorizing the allocation,
use, expenditure, or other disposition
of any amounts deposited or held in the
green infrastructure special fund upon
the submission by the authority to the
commission of a completed application,
as described in this section. A green
infrastructure loan program order issued by
the public utilities commission shall include

#In the Financing Order, the commission specifically
prohibited DBEDT from issuing Bonds until the issuance of
this Program Order. Financing Order at 57. The commission
observes that DBEDT agreed to this condition. See Response to

PUC-DBEDT-IR-1, filed July 14, 2014.

87Codified in part as Part IV, HRS Chapter 196,
(Green Infrastructure Loans} and in part as Part X, HRS Chapter 269
(Green Infrastructure Bonds).
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the following, where determined necessary and
applicable by the commission:

(1)

(4)

(5)

{(c) The

An identification and description of each
project, program, financing agreement,
or other arrangement approved by the
public utilities commission for which
amounts deposited or held in the green
infrastructure special fund may be
allocated, used, expended, or otherwise
disposed of;

Minimum criteria for the lending,
crediting, or investing of amounts
deposited or held in the green
infrastructure special fund;

A description of the repayment processes,
mechanisms, and applicable calculations
for each project, program, financing
agreement, or other arrangement approved
by the public utilities commission for
which amounts deposited or held in the
green infrastructure special fund may be
allocated, used, expended, or otherwise
disposed of;

A review of the anticipated impacts and
benefits to electric utility ratepayers
of any project, program, financing
agreement, or cother arrangement approved
under a green infrastructure loan program
order; and

Any other provision or information

determined to be necessary by the public
utilities commission.

order shall specify the following,

including:

{1)

The procedures to be followed by the
electric wutilities in the event of
nonpayment or partial payment of
the green infrastructure charge by

32




the electric utilities' customers, which
procedures shall be consistent with the
public utilities commission's approved
procedures for nonpayment and partial
payment of rates, charges, and fees under
the electric utilities’ tariffs; and

(2) The distribution of the total amounts
collected by the electric utilities for
amounts billed to customers for the

electric utilities’ rates, fees, and
charges, for the green infrastructure
charge, for other fees and charges

approved by the public utilities
commission, and for associated taxes,
in the event of partial payments of the
billed amounts.
In compliance with the statutory directives above,
the commission hereby approves the GEMS Program as proposed in
DBEDT's Application and accompanying exhibits, subject to certain

adjustments, wmodifications, and additional requirements as

discussed in this Program Order.

b. Hawaii Green Infrastructure Authority

The commission recognizes the tremendous amount of
time and effort DBEDT has invested - and will continue to
invest - ih establishing and operating a successful GEMS Program.
The Legislature envisioned, however, that once established,
the GEMS Program would be administered by the
Authority - with its own staff, resources, and distinct powers and

responsibilities - as an agency placed within DBEDT for
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administrative purposes.® (Continuing to utilize DBEDT resources
to implement the GEMS Program may create an undesirable situation
where the GEMS Program is perpetually competing for resources
otherwise dedicated to carrying out other DBEDT functions and
priorities. Given the commission’s interest in having a well-run
GEMS Program that will provide energy cost savings to ratepayers
in the most effective manner, the commission concludes that the
Authority should be established, if at all possible, prior to the

initial deployment of GEMS Program funds.

c. The Commission’s Role in Reviewing and Overseeing the GEMS
Program

i. In General

The commission 1is responsible for reviewing and,
where appropriate, approving DBEDT’'s Application to establish the
GEMS Program, as well as for providing ongoing oversight of the
Program.? The determination of specific program details and the
control of day-to-day operations, such as the deployment of
GEMS Program funds to customers, is the responsibility of the
Authority. As instrumentalities of the State, both the commission

and the Authority have a mandate to carry out their

88gee HRS §§ 196-62, 196-63, and 196-64.

8%Gee Act 211.
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responsibilities in a manner that protects the public interest,
furthers the goals of the State, and minimizes the costs
and maximizes the benefits of the GEM Program for all
utility customers.

The utilization of proceeds derived from the sale of
bonds secured exclusively by a non-bypassable sgurcharge on
ratepayers within the HECO Companies’ service territories?? compels,
the commission to ensure that any approved GEMS Program clearly
demonstrates (1) its potential to provide a proportional benefit
to affected, contributing ratepayers, and (2} the likelihood of
operating over time in a successful and cost-effective manner.9?!
Thus, the commission’s review of the Program is to verify whether
it operates effectively and without unreasonably adversely
affecting either participating or non-participating ratepayers.
The commission must ensure that all ratepayers’ interests
are protected.

The Legislature provides additional guidance to the

commission via Act 211 regarding its review/oversight

See Financing Order (approving the issuance of Bonds by
DBEDT and the establishment of GIF).

°1In the Financing Order, the commission similarly found that
it is required to ensure that any GEMS Program it approves must
show (1) its potential to provide proportional benefit to affected,
contributing ratepayers, and (2) its likelihood of operating over
time in a successful and cost-effective manner. Financing Order
at 5.
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responsibilities for the GEMS Program. Act 211 establishes the
GEMS Program as one tool to assist the State in achieving its
greater clean energy policy goals.?? Thus, the commission must
review the proposed GEMS Program to determine whether such proposal
is just, reasonable, and consistent with the public interest,
while also taking into consideration the State’s overarching clean
energy policy goals.??

To further aid in the implementation of Act 211,
the Legislature provides a number of specific priorities for the
design and operation of the GEMS Program:

The legislature further finds that the State would

be best served by a State-administered green

infrastructure financing program that:

(1} Focuses on providing an alternative means of

low-cost financing for green infrastructure
equipment for Hawaii ratepayers, particularly

%28ee Act 211, § 1. The Legislature begins Act 211 by stating
that “building Hawaii’s clean energy infrastructure at the lowest
possible cost is vital to the State's reaching its seventy per
cent c¢lean energy goal 1in 2030,” and by further stating
that “significant investment in infrastructure installations is
required to achieve the State's goals of energy self-sufficiency,
greater energy security, and greater energy diversification,
and to support the achievement of the renewable portfolio standards
and energy efficiency portfolio standards, as established in
chapter 269, Hawaii Revised Statutes.”

?3Hawaii’s Renewable Portfolio Standards under HRS § 269-92
and Hawaii’s Energy Efficiency Portfolio Standards under
HRS § 269-96, collectively, set the State’s leading clean energy
requirements that effectively call for 70% of the State’s
electricity demand to be satisfied using clean energy resources by
the year 2030.
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those ratepayers not currently able to obtain
such technology on reasonable financing terms;

' (2) Utilizes excess loan program funds as a
funding source to finance additional green
infrastructure installations, subject to’
regulatory guidelines and approval; and

(3} Establishes clearly defined program
procedures and targets that encourage
effective coordination among state agencies,
industry, investors, and other critical energy
industry stakeholders in order to help the
State achieve its clean energy policy mandates
and to provide customers affordable energy
options. %

Thus, the commission will use the following criteria to

review GEMS Program matters now and in the future:

(1) Whether the GEMS Program proposal is
cost-effective;

(2) Whether the GEMS Program proposal supports the
goal of providing greater green infrastructure
access for underserved customers;

(3) Whether the GEMS Program proposal is likely to
make positive contributions to the overall

' GEMS  Program portfolio  of loans  and
investments; and

(4) Whether the GEMS Program proposal positively

impacts the achievement of Hawaii’'s Renewable

4pct 211, § 1.
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